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PART 1 - REVIEW OF PROJECT AREA FINANCIAL VIABILITY

i. Introduction

The Upper San Diego River Improvement Project (the Project Area) was established by the San
Diego County Redevelopment Agency on July 18, 1989, for the purpose of eliminating blighting
conditions, creating employment opportunities and encouraging private sector investment and
development opportunities in the area. The Project Area is 529 acres and is located along both
sides of the San Diego River and Highway 67 in the community of Lakeside.

Keyser Marston Associates, Inc. (KMA) has been retained by the Redevelopment Agency to
prepare a comparative financial feasibility projection related to future expenditures and potential
financing sources with and without the Project Area. Changes in market conditions and
perceived changes in the political climate of the Lakeside community have resulted in the
Redevelopment Agency’s desire to analyze, from a financial perspective, the necessity of
having the Redevelopment Plan remain effective.

The California Community Redevelopment Law does not contain specific procedures for the
early termination of a redevelopment plan, but does contain procedures for amending a
redevelopment plan. The early termination of a redevelopment plan is akin to an amendment
shortening the life of the plan.

The conditions precedent to such termination include findings that the Project Area has no
outstanding bonded indebtedness, no other unpaid loans, indebtedness, or advances, and no
legaily binding contractual obligations with persons or entities other than the County, unless the
County assumes the bonded indebtedness, unpaid loans, indebtedness, and advances, and
legally binding contractual obligations. Under Health and Safety Code Section 33333.8, the
Redevelopment Plan cannot be terminated if the Redevelopment Agency has not complied with
its obligations pertaining to replacement housing (Section 33413(a)), inclusionary housing
(Section 33413(b}), or excess surplus housing funds (Section 33334.12).

The work scope provided by KMA included the following:
1. Review of the existing Redevelopment Plan limitations.

2. Review of the Agency’s Implementation Plan and assessment of stated goals and
objectives of the Project Area.

3. Comparative analysis of Project Area annual tax increment vis-a-vis senior lien
obligations over the remaining life of the Project Area.
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4. Comparative analysis of future cumulative tax increment revenues vis-a-vis tax
increment dollar limitations for the Project Area.

5. Recommendations as to Redevelopment Plan amendments increasing any existing
dollar limits or extending any existing time limits.

8. Review of housing set aside expenditures and obligations.

7. Preparation of a financial feasibility cash flow based upon anticipated expenditures and
a projection of potential financing sources of one set of assumptions.

8. Submittal of a report of recommendations for the future viabiity of the Project Area.
Viability Study Keyser Marston Associates, Inc.
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il Review of Redevelopment Plan Limits

The Redevelopment Plan for the Project Area was adopted on July 18, 1989 by Ordinance
Number 7652. The Redevelopment Plan was subsequently amended on March 17, 1995, by
Ordinance Number 8508 to bring the Plan into conformity with technical limitations set forth by
the passage of AB 1290.

As a result of the latier amendment, the Redevelopment Plan is now governed by the following
time limitations;

o) A time limit on the establishing of loans, advances and indebtedness shall not exceed 20
years from the adoption of the Redevelopment Plan, which is July 18, 2009.

o A time limit, not-to-exceed 40 years from the adoption of the Redevelopment Plan on the
effectiveness of the Plan, which is July 18, 2029.

o A time limit, not-to-exceed 50 years from the adoption of the Redevelopment Plan to
repay indebtedness, which is July 18, 2039.

o No eminent domain proceeding to acquire property within the Project Area shall be
commenced after 12 years from the adoption of the Redevelopment Plan, which was
July 18, 2001,

[n addition to the time limitations, the Redevelopment Plan imposes the following dollar
limitations:

o) The number of dollars that may be divided and allocated to the Agency pursuant to
Health and Safety Code Section 33670, shall not exceed $300,000,000, adjusted
annually in accordance with the Consumer Price Index for San Diego. This limitation is
exclusive of payments to taxing agencies and funds deposited in the Redevelopment
Agency’s Low and Moderate Income Housing Fund.

o The amount of bonded indebtedness, to be repaid in whole or in part from such
allocation of taxes, which can be outstanding at one time shall not exceed $100,000,000
adjusted annually in accordance with the Consumer Price Index.

Viabiiity Study Keyser Marston Associates, Inc.
Redevelopment Agency of the County of San Diego Page 3

0611003 S0:GSH:gbd
19041.041.003/11/03/06




In. Implementation Plan Review

The Redevelopment Agency has prepared a draft Five-Year Implementation Plan pursuant to
the requirements set for by Health and Safety Code Section 33490 for the period between FY
2004-05 and 2008-09. The draft was prepared in order to satisfy State Controller filing
requirements and may be subject to amendment as a result of actions taken by the
Redevelopment Agency to continue or to dissolve the Project Area. The draft Implementation
Plan ciearly states that the Redevelopment Agency is assessing the viability of continuing with
the Project Area.

According to the draft Implementation Plan, the Project Area is characterized by properties
which suffer from economic dislocation, deterioration, and/or disuse because of one or more of
the following factors:

o Lots are of irregular form and shape and inadequate size for proper usefulness and
development under current zoning.

o) Lots have been laid out with disregard to the existing alignment of the San Diego River.

o Inadequate public improvements, such as flood control structures, streets, traffic
circulation, sewers, curbs, gutters, fire protection facilities, and/or water service, which
cannot be remedied by private or governmental action without redevelopment.

o A prevalence of depreciated land values, impaired investments, and economic
maladjustment.

A number of ambitious goals and objectives are mentioned in the draft Implementation Plan to
address blight, encourage public participation and cooperation, install flood control
improvements, develop habitat reclamation, provide community enhancement improvements
and provide affordable housing opportunities to the community. The draft Implementation Plan
notes that the goals and objectives are expected to require on-going effort throughout the life of
the redevelopment project. The proposed programs that could be implemented to accomplish
the goals and objectives are grouped into five general activities: reuse of vacant and
underutilized properties; financing; housing; public services and facilities; and project
management and assessment.

As shown by the tax increment revenue projection and the cash flow projection for the Project
Area, there could be sufficient funding of the proposed programs if the Redevelopment Agency
decides to continue the effectiveness of the Redevelopment Plan, and demonstrates an
intentional commitment to provide staffing resources to allow such programs to be implemented.
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The draft Implementation Plan is sufficient to serve as the blueprint for moving forward, but will
require that County staff continues fo receive input from community share holders as to how the
priority of funding is to occur. In FY 2005-06, there were no tax increment revenues allocated
from the Project Area to implement any of the proposed programs due to a surplus of available
revenues reported in the Statement of Indebtedness filed for the same year. It is likely that the
same will be true in the current FY 2006-07, and therefore critical that additional indebtedness
secured by tax increment from the Project Area be incurred in the current fiscal year should the
Redevelopment Agency decide to continue with the Project Area.
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v. Comparative Analysis of Tax Revenues

Historic Valuation Growth

Property tax revenues in excess of the amount resulting from the valuation shown on the
assessment roll for the base year of the Project Area is referred to as tax increment. The base
year for the Project Area represents the fiscal year in which taxable property was last equalized
prior to the effective date of the ordinance approving the Redevelopment Plan.

Table 1 presents a five-year historic perspective on the Project Area’s assessed valuation
growth vis-a-vis the actual tax increment revenue allocation to the Redevelopment Agency.
Assessed values and revenue disbursements reflect reported amounts published by the County
Auditor-Controller.

Over the period from FY 2002-03 to the current FY 2006-07, total Project Area values reported
by the County Assessor have increased 37%. On an annual average basis, this represents a
10.84% average annual increase of locally assessed secured values and a 6.4% average
annual increase of unsecured assessed values.

Historic Tax Increment Revenue Allocation

A review of the year-end County Auditor-Controller allocation summaries reveals a different
historic trend. Tax increment revenue allocations over the same period do not reflect the
increases in Project Area assessed values, and instead, have declined as a direct result of
insufficient reporting of any outstanding Project Area indebtedness in the annual Statement of
Indebtedness.

Table 1 historically compares the County Auditor-Controller's beginning-of-year estimate of tax
increment disbursement and the end-of-year actual disbursement. In FY 2002-03 and FY 2003-
04, sufficient outstanding indebtedness was reported on the annual Statement of Indebtedness,
resulting in a full allocation of tax increment revenues generated by the Project Area. However,
commencing in FY 2004-05, the County Auditor-Controller disbursed tax increment to the
Redevelopment Agency only up to the amount of claimed indebtedness.

Tax Increment Revenue Projections

Under an immediate dissolution scenario summarized on Table 2, the cumulative amount of
future tax increment revenues the Redevelopment Agency would forfeit over $80 million if the
dissolution were to occur immediately, representing $29.4 million in current dollars. Under a
scenario where the Project Area is dissolved, the forfeiture of tax increment revenues would be
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allocated to the respective taxing agencies as property tax revenues and is summarized on
Table 2.

Table 3.1 represents the long-term projection of property taxes if there were no Project Area.
The allocations to the respective taxing agencies are presented on Table 3.3. It is important to
note that under a dissolution scenario, a portion of the tax increment revenue would likely be
required to service outstanding indebtedness obligations of the Redevelopment Agency. Since
the only outstanding obligations identified are those from County General Fund loans, it is also
possible that such principal can be funded from the amount of property tax dollars allocated to
the County General Fund under this scenario.

Table 4.1 represents the long-term projection of tax increment revenue for the Project Area
(referred to as the Status Quo scenario). The following assumptions were incorporated in this
tax increment revenue projection:

1. FY 2006-07 Project Area values provide the basis from which future year tax increment
is determined, as reported by the San Diego County Auditor Controller.

2. Subsequent year Real Property values (land and improvement values) are assumed to
escalate 2% per year to reflect the Proposition 13 inflationary increases and increase as
a result of assumed new development activities already underway in the Project Area.

3. Personal Property values are not subject to the Proposition 13 inflationary increase and
are projected to only increase as a result of assumed new development activities already
underway in the Project Area. '

4, At the present time, the Lakeside Land Company is developing a major industrial park
and has completed approximately 209,000 square feet of the planned 1.4 million square
feet of industrial park space. Based upon conversations with the developer and
research of local news articles, the final plans and approvals for the development of the
balance of the site will be completed within the coming year and development will
continue in phases over a 10-year period of time. KMA has projected that the new value
added from this project will be absorbed at a rate of approximately 104,000 square feet
per year. No other developments have been identified which are as far along as this
project nor are of this magnitude.

5. Twenty percent of gross annual tax increment revenues are deposited into the
Redevelopment Agency’s Low and Moderate income Housing Fund.
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B. Pass-through payments pursuant to Health and Safety Code Section 33401 are made
~ to the Grossmont Union High School District, the Lakeside Union School District and the
County Office of Education based upon formulas incorporated in the respective tax
sharing agreements entered into between the Redevelopment Agency and each school
district.

7. Resolutions passed by affected taxing agencies electing to receive property tax
allocations pursuant to Health and Safety Code Section 33676 were adopted by the
Grossmont Cuyamaca Community College District and the Metropolitan Water District of
Southern California. Based upon allocation payments identified by the County Auditor-
Controller, subsequent year allocations are based upon a subsequent year 2%
inflationary increase.

8. The projection assumes that prior fo July 18, 2009, the Agency will pass a summary
ordinance, as authorized under SB 211, to eliminate this debt incurrence time limit and
subsequently debit statutory pass-through payments to qualifying affected taxing
agencies, as set forth under Health and Safety Code Section 33607.7(b)(2). Refer to
Section V for a detailed summary of the SB 211 election.

9. For FY 2005-06 and assumed for FY 2006-07, the Statement of Indebtedness filed by
the Redevelopment Agency reflected a surplus of available revenues, resulting in no
allocations of tax increment revenues to the Redevelopment Agency. Commencing in
FY 2007-08, the projection shown on Table 4.1 assumes that the Redevelopment
Agency will annually report new indebtedness sufficiently large to qualify for all of the
annual tax increment revenues the Project Area is entitled to receive.

Heaith and Safety Code Section 33670 provides that property tax revenues generated by the
Base Year value of the Project Area are to be allocated to the respective taxing agencies.
Based upon KMA’s determination of the general tax levy distribution to the taxing agencies, plus
the tax sharing allocations for taxing entities that entered into pass-through agreements and
statutory pass-through allocations assumed to be triggered under an SB 211 summary
ordinance to eliminate the debt incurrence time limit, an annual projection of tax revenues by
taxing agency was created and shown on Table 4.3.

These tax increment revenue projections reflect KMA's understanding of the assessment and
tax apportionment procedures employed by the County. The County procedures are subject to
change as a reflection of policy revisions or legislative mandate. While we believe our
estimates to be reasonable, taxable values resulting from actual appraisals may vary from the
amounts assumed in the projections. Assumptions have also been made that legislatively-
mandated payments to the State will not be required in future fiscal years. These assumptions
reflect existing State policies and are subject to future legislative changes.
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No assurances are provided by KMA as to the certainty of the projected tax increment revenues
projected herein. Actual revenues may be higher or lower than what has been projected and
are subject to valuation changes resulting from new developments or transfers of ownership not
specifically identified herein, actual resolution of outstanding appeals, future filing of appeals,
the non-payment of taxes due, and the Agency’s annual reporting of indebtedness sufficient to
qualify for the tax increment revenues projected.

Petition to Reduce Base Year Value

The Project Area’s base assessment roll utilized for the determination of tax increment revenues
can be reduced by the taxable value, as shown on the base year property tax roll, of those
properties acquired for permanent public uses by tax-exempt public entities. The precedent for
this action stems from the case of Redevelopment Agency of the City of Sacramento v. Malaki,
216 Cal.App.2d 480, and subsequent related cases.

According to conversations with staff of the County Auditor-Controlier, the Redevelopment
Agency must formally request that the Project Area base year be adjusted to exclude the
qualifying parcels. Real property acquired and to be acquired by the San Diego River
Conservancy may qualify for the base year exclusion if the County determines that the San
Diego River Conservancy is a public agency of the State, then the Redevelopment Agency may
petition for a base year adjustment and provide the County Assessor and Auditor-Controller with
the necessary parcel information.
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Table 3 - No Redevelopment Tax Increment Projection

Projection of Property Tax Revenue
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Table 4 — Status Quo Tax Increment Projection

Projection of Tax Increment Revenue
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V. Redevelopment Plan Considerations

SB 211 Elimination of Debt Incurrence Time Limit

The Redevelopment Project is approaching its July 18, 2008 time limit on establishing debt. In
October 2001, SB 211 was signed into law authorizing redevelopment agencies with pre-1994
project areas to repeal the time limit for making loans and establishing debt without complying
with normal amendment procedures. Under SB 211, Section §33333.10 of the Health and
Safety Code was amended to allow the Redevelopment Agency, by adoption of a summary
ordinance, to eliminate the time limit on the establishment of loans, advances, and
indebtedness.

In adopting this ordinance, the Redevelopment Agency is not required to comply with Health
and Safety Code Section 33354.6 or Article 12 (commencing with Section 33450) or any other
provision of this part relating to the amendment of redevelopment plans. However, the Project
Area is required to make the statutory pass-through payments to affected taxing entities as
required by Health and Safety Code Section 33607.7(b)(2) through the effectiveness date of the
Redevelopment Plan. Pass-through agreements with taxing agencies continue to remain in
effect and no further statutory pass-through is required other than that already provided for in
the tax sharing agreement.

After the January 18, 2009 debt establishment flimit has been reached, the Redevelopment
Agency may not enter into any new loans or incur any new indebtedness. New indebtedness
typically is associated with tax allocation bonds, notes, certificates of participation or traditional
bank loans. However, there are other forms of indebtedness options that the Redevelopment
Agency will not be able to incur if the debt incurrence time limit has passed.

For example, Owner Participation Agreements (OPAs) and Disposition and Development
Agreements (DDAs) typically include a lending provision. Without repealing the debt
establishment limit, the Redevelopment Agency will not be able to enter into any new
development agreements if the opportunity to do so arises. Another example is through
annually renewed cooperation agreements between the Redevelopment Agency and the
County General Fund, in which County staff function as Redevelopment Agency staff. The
County staff time (paid out of the County General Fund) is reimbursed from redevelopment tax
increment. This type of cooperation agreement would not be permitted if the Redevelopment
Agency has reached its debt establishment limit,
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SB 1045 and SB 1096 Plan Extensions

Pursuant to SB 1045 (Chapter 260 adopted September 2003) in connection with adoption of
statutes requiring an ERAF shift for fiscal year 2003-04, and pursuant to SB 1096 (Chapter 211
adopted August 2004) in connection with the adoption of statutes requiring an ERAF shift for
fiscal years 2004-05 and 2005-08, the State Legislature authorized amendments of
redevelopment plans to extend, by one year for each year such ERAF payments were made,
the time limit of the effectiveness of the plan and the time limit to repay indebtedness and
receive tax increment. With respect to SB 1045 and SB 1096, the Redevelopment Plan can be
amended by summary ordinance to extend the time limits of the Redevelopment Plan by three
additional years. For purposes of the attached cash flow projection, the tax increment revenue
analysis does not reflect the extensions since the Agency has not adopted such elections.
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VI. Housing Set-Aside
Excess Surplus

Health and Safety Code Section 33334.12 requires that redevelopment agencies expend or
encumber the amount in the Low and Moderate Income Housing Fund that exceeds the greater'
of $1 million or the aggregate amount deposited into the Housing Fund during the Agency’s
preceding four (4) fiscal years. If the Redevelopment Agency, after three (3) years have
elapsed from the date that the moneys became excess surplus, has not expended or
encumbered the excess surplus, the Agency shall also be required to pay an excess surplus
penalty. The excess surplus penalty is equal to 50% of the amount of the excess surplus that
remains at the end of the three-year period. The penalty may not be funded from the 20% set-
aside, but must be used for low and moderate income housing purposes. According to the
Agency's draft Implementation Plan, at the end of fiscal year 2004-2005, the Housing Fund
balance unused allocations was $492,499.

Replacement Housing

This obligation requires that the Redevelopment Agency replace, on a one-for-one basis, low
and moderate income dwelling units destroyed or removed from the Project Areas. This
requirement became applicable only as to dwelling units destroyed or removed from the Project
Area on or after January 1, 1996. According to the Agency’s draft Implementation Plan, no
housing unit has been destroyed or removed from the Project Area per Health and Safety Code
Section 33413(a). Consequently, this requirement is satisfied.

Inclusionary Housing

This obligation requires that certain percentages of housing newly constructed or substantially
rehabilitated by the Agency or within the Project Area by others be restricted for occupancy by
low and moderate income households. it is applicable only to project areas adopted on or after
January 1, 1976. According to the Agency’s draft Implementation Plan, the Agency must meet
the requirements of Health and Safety Code Section 33413(b)(2)(A)i) because private entities
or persons have constructed or rehabilitated dwelling units within the Project Area.

As stated in the draft iImplementation Plan, based upon the number of residential units
constructed within the Project Area, the inclusionary housing requirement will be met by making
available eight affordable housing units to persons and families of low or moderate income. The
Agency may meet the inclusionary housing requirement by providing two affordable units
outside the Project Area for each unit that otherwise would have been required to be available
inside the Project Area.
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V.  Feasibility Cash Flow

Termination of the Project Area

If the Redevelopment Agency decides to terminate the effectiveness of the Redevelopment
Plan, then the Redevelopment Law would require that there be no outstanding bonded
indebtedness, no other unpaid loans, indebtedness, or advances, and no legally binding
contractual obligations with persons or entities other than the County.

Based on the FY 2005-06 Statement of Indebtedness, the Project Area only has an outstanding
debt to the County General Fund totaling $1,152,417 in principal and accrued interest. Based
upon information reflected in the Statement of Indebtedness, the Redevelopment Agency may
have sufficient “available revenues” carried forward to begin to repay this debt commencing in
FY 2006-07, and receive tax increment revenues in FY 2006-07 to fully pay back any balance
remaining.

Under Health and Safety Code Section 33333.8, the Redevelopment Plan cannot be terminated
if the Redevelopment Agency has not complied with its obligations pertaining to replacement
housing (Section 33413(a)), inclusionary housing (Section 33413(b}}, or excess surplus housing
funds (Section 33334.12). Since the Project Area contributes the annual housing set-aside to
the Redevelopment Agency’s pooled Housing Fund, and since the Housing Fund will continue
to be funded by set-aside deposits from the Gillespie Field Redevelopment Project, the
requirements of Section 33333.8 should not prevent termination of the Project Area if the
Redevelopment Agency is in full compliance.

Continuation of the Project Area

The cash flow projected on Table 5 was created to identify the amount of net tax increment
revenues that may be annually available should the Project Area continue to remain active. The
cash flow projection represents one possible scenario of implementation that would result in the
following:

o) Repayment of all existing senior lien debt obligations (i.e. County General Fund Loan).
o Issuance of a series of tax allocation bonds, assuming that the debt incurrence time limit
is eliminated by Agency election under SB 211, to fund qualified public improvements in

the Project Area.

o Funding of future projects, programs and activities that the Redevelopment Agency may
desire to implement on a “pay as you go” basis until the term of the projection.
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Funding of low and moderate income housing projects, programs and activities to be
used by the Redevelopment Agency both inside or outside of the Project Area.

To create the Table 5 cash flow for the Status Quo scenario, the following assumptions were
incorporated in the projection:

1.

Resources include net tax increment revenues, net proceeds from any future sale of tax
allocation bonds and interest income. After termination of the effectiveness of the
Redevelopment Plan, the last 10 years of the cash flow projection reflect the receipt of
tax increment revenues to meet assumed indebtedness. All other Project Area activities
cease after the Redevelopment Plan terminates.

Future net bond proceeds assume that the Redevelopment Agency elects to incur new
bonded indebtedness in five-year increments provided that the net bond proceeds
amount to at least $1 million. The cash flow scenario assumes the first new money bond
issue by FY 2009-10, and assumes that all of the net proceeds are expended at the time
of receipt. The net bond proceeds are based on a tax-exempt bond rate at 8%, a 1.35
times coverage requirement, and a 12% net bond proceeds factor.

Future debt service is based upon the assumed bond issue commencing in FY 2009-10
and is derived from the bond sizing assumptions outlined above. Debt service will end
at the termination of the cash flow projection when the Project Area is no longer eligible
to receive tax increment revenue to repay debt.

Administration and Other Charges — Administrative costs and other charges related to
Project Area operations for FY 2006-07 and FY 2007-08, are based on proposed budget
amounts for the Project Area. Commencing in FY 2008-09, KMA has assumed, for
purposes of this cash flow scenario, that if the Project Area will continue, then the
Administrative budget will increase to $500,000. Subsequent year administrative
expenses would increase 2% per year thereafter.

Twenty percent of annual tax increment revenue is required to be deposited in the
Redevelopment Agency’s Housing Fund. The same amount is assumed to be expended
on a pay-as-you-go basis each year.

Based on the FY 2005-06 Statement of Indebtedness, the Project Area has an
outstanding debt to the County General Fund totaling $1,152,417 in principal and
accrued interest. There may be sufficient “available revenues” to begin to repay this
debt commencing in FY 2006-07 and have the County General Fund debt fully repaid by
FY 2008-09.
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The resulting cash flow created on Table 5 reflects the following nominal and present value
totals over the term of the projection:

Resources Total NPV at 6%
Beginning Balance (estimated) $842,000
Net Tax Increment 50,053,000 20,209,000
Housing Sef-Aside Deposits 16,116,000 6,610,000
Interest Eamings 2,678,000 1,072,000
Future Net Bond Proceeds 15,701,000 11,260,000
Total Projected Resources $85,390,000 $39,151,000
Expenditures
Future Bond Debt Service $35,964,000 12,611,000
Low & Moderate Income Housing 16,116,000 6,610,000
Administration & Other Charges 14,982,000 7,221,000
County GF Loan Repayment 1,190,000 1,076,000
Discretionary (bond proceeds) 17,138.000 11.615,000
Total Projected Expenses $85,390,000 $39,133,000
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Table 5 — Status Quo Cash Flow

CASH FLOW PROJECTION
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Vill. Recommendations

The Redevelopment Agency is faced with the option to terminate the Redevelopment Plan or
commit to a plan to implement the desired goals and objectives that can be funded from tax
increment resources of the Project Area. Should the Redevelopment Agency choose to the
latter option, then the foliowing recommendations should be considered:

1. Eliminate the Debt Incurrence Time Limit (SB 211)

The Redevelopment Agency should amend the Redevelopment Plan to eliminate the debt
incurrence time limit by summary ordinance action. Adoption of the summary ordinance occurs
prior to the July 18, 2008 time limit. Once amended, a portion of annual tax increment revenue
would be subject to the statutory pass-through provisions of the Redevelopment Law.

2. Extend the Plan Time Limits (SB 1045 and SB 1096)

The Redevelopment Agency should amend the Redevelopment Plan to extend the Plan’s
effectiveness time limit and the time limit to receive tax increment revenues to repay debt, as
allowed under the subject legislation, by summary ordinance.

3. Request a Reduction in Base Year Value (Malaki Adjustment)

The Redevelopment Agency should petition the County Auditor-Controlter and County Assessor
to request that the Project Area base year value be adjusted to exclude specific parcels
acquired by tax-exempt public entities for permanent public uses.

4, Commit to Project Area Staffing

The Redevelopment Agency should commit to a plan of staffing the Project Area with a full time
project manager and a team of support staff. As noted in the draft Implementation Plan,
administration and management oversight of the Project Area has lacked a level of staff
continuity necessary to ensure that the implementation of the proposed programs and activities
are accomplished.

5. Establish Program Priorities

The Redevelopment Agency should prioritize the proposed programs that should be
implemented for the Project Area over the next three to five years. The draft implementation
Plan contains an ambitious listing of proposed programs that could help to accomplish the goals
and objectives of the Redevelopment Plan.
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6. Amend the Draft Impiementation Plan

The Redevelopment Agency should amend the draft implementation Plan, as necessary, to
properly refiect program priorities to be implemented in the Project Area.

7. Adjust the Project Area Budget

The Redevelopment Agency has proposed a FY 2006-07 budget that represents a minimal
funding level until such time that a decision is made regarding the continuation of the Project
Area. If the Project Area is to continue, then the operating budget must be increased to
sufficiently provide staffing and services necessary to implement the projects, programs and
activities reflected in the draft Implementation Plan.

8. lncur New Indebtedness

The Redevelopment Agency should commence establishing indebtedness secured by tax
increment revenues of the Project Area. The current tax increment revenue capacity is
sufficient to support a tax allocation bond issue. Unless the Redevelopment Agency adopts a
summary ordinance to eliminate the debt incurrence time limit, any new indebtedness must be
incurred prior to the July 18, 2009 time limit.

9. Identify New Indebtedness in the Statement of Indebtedness

The Redevelopment Agency should be prepared to submit a Statement of Indebtedness that
reflects all new indebtedness and obligations of the Project Area in aggregate amounts large

enough to ensure receipt of all future allocations of tax increment revenues generated by the
Project Area.
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PART 2 - REVIEW OF MARKET OPPORTUNITIES IN THE PROJECT AREA

l. Introduction

This analysis has been prepared so that the Agency may evaluate the potential market
opportunities, assess the level of demand in the marketplace, and estimate the likely absorption
schedule based on current and forecasted market conditions within the Project Area. The
principal conclusions of KMA'’s evaluation are summarized below:

. Retail: New retail development in the Project Area is unlikely due to site requirements
such as density, adjacency to anchor tenants, freeway visibility, and the new
Transportation Impact Fee (TIF).

. Office: New office development is also unlikely due to lack of recognition of the area as
an office node and lack of amenities and visibility.

. Industrial: Strong demand and availability of industrial land make industrial development
the most viable fand use for the Project Area. Development is already occurring on key
development sites.

. Residential: Slowing housing market and impact of TIF may delay development of new
residential in this area.

. The new TIF is not a material impact for industrial and residential, but this fee has a
major impact for commercial uses.
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IL. Existing Site Conditions

The Project Area is largely comprised of vacant industrial land and land designated for the
preservation of the San Diego River Channel. The area contains several active industrial
businesses, single-family residential homes, mobile homes, a religious congregational facility,
and an elementary school.

The western half of the Project Area consists mainly of the former sand and gravel operations
owned by the Lakeside Land Company. Lakeside Land Company is planning to develop 1.4
million square feet of industrial space on their site over the next 10 years. Three industrial
buildings have recently been developed along Riverford Road. River Run East, an industrial
business park, is currently under construction. Upon completion, the development will contain
approximately 150,000 square feet of flex industrial space. Further west on the north side of
Mast Boulevard, is a housing subdivision built in the early 2000's. In addition there are two
large vacant parcels. One parcel contains approximately 35 acres, is zoned as residential, and
owned by the Lakeside Investment Co. LP. The other parcel is five acres, zoned for agricultural
uses, and is currently used as an egg farm. On the south side of Mast Boulevard, is vacant
industrial acreage owned mostly by the Lakeside Land Co. There is a 15-acre parcel on the
north side of the river channel owned by the Lakeside Sanitation District that is currently
planned to be a park by the County of San Diego.

The Eastern half of the Project Area consists mainly of acreage for the San Diego River
Channel and older industrial businesses. Within the midst of the industrial uses, on Mapleview
Street, sits the Elm Gardens, a 59-unit mobile home park.

According to the Agency, the area encompasses a total of approximately 532 acres. Exhibit 1,
following, illustrates the distribution of land uses within 492 acres within the Project Area. It
should be noted that MetroScan (source of information) does not provide land square footage
for parcels containing less than 0.50 acres, therefore, the total acreage differs from the actual
size of the Project Area.
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EXHIBIT 1: SUMMARY OF LAND USES WITHIN PROJECT AREA, FY 2005-2006 (1)

Public-Owned and Tax-Exempt Properiies
Industrial Properties

Commercial Properties

Residential Properties

Total Project Area

(1) Based on data provided by MetroScan.

157.8 Acres
264.2 Acres
8.4 Acres
1.5 Acres

491.9 Acres
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1. Market Assessment

A. Demographic Factors

KMA studied demographic characteristics of residents within the Lakeside community and a 5-
mile trade area (intersection of Riverford Road and Highway 67). These demographics were
compiled and compared to those of the County. The following information is contained within
Tables 6 and 7 of this Report. The following presents the key demographic factors of the
analysis:

. In 2008, total population in Lakeside is approximately 19,5Q0, a 0.04% decrease from
2000. The 5-mile trade area contained a population of 203,000, with a similar decrease
since 2000 (0.03%). By comparison, the County yielded an increase of 1.06%.

. The forecast of average annual population in the Community is projected to be 0.51%,
compared to 1.21% for the County. The 5-mile area is projected to grow at a slightly
slower rate (0.36%) than Lakeside.

. In 2008, average household size in Lakeside was 2.83 persons per household. The 5-
mile area and County contain slightly smaller households of 2.75 and 2.78, respectively.

. The Community in general is older than both the 5-mile area and the County. The
median age in the community is 35.8, the 5-miie area and the County mirror each other
with a median of 34.

. Exhibit 2, below, illusirates the distribution of age within Lakeside. As previously
mentioned, the area is, on average, older than the 5-mile area and County.,
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EXHIBIT 2: Age Distribution, Lakeside, 2006

10%

Under 18

Cli81to 24

2510 34

W 3510 49

@50 to 64

®m 65 and Ower

17%

. Per Capita Income in 2006 was $24,400 in Lakeside, which is higher than the 5-mile
trade area ($22,300), but still lower than the County ($27,900).

. Median household incomes in Lakeside seem to have surpassed those of the 5-mile
area and County. Lakeside contained a median household income of $57,800, while the
5-mile area contained $50,800 and the County $56,000.

. With the higher median household incomes in Lakeside, it is not surprising that nearly
57% of households within the area have incomes above $50,000 and approximately
34% have incomes above $75,000. Within the 5-mile trade area, over 50% of
households have incomes above $50,000 and nearly 29% have incomes above
$75,000. For the County, approximately 55% of households have incomes above
$50,000 with approximately 35% having incomes above $75,000. Exhibit 3, following,
presents the distribution of median household income in Lakeside.
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EXHIBIT 3: Household Income Distribution, Lakeside, 2006

20%

Less than $15K

D$15K to $34.9K

m $35K to $49.9K

m 350K to $74.9K

m $75K and Over

. In 2008, the Community contained a higher Caucasian population (89%) than both the 5-
mile area (79%) and County (64%}, followed by the Other category with 9%. Persons in
the Other category include the categories of Native Hawaiian or other Pacific Islander,
American Indian, Native Alaskan, other races, and persons of two or more races.

. Hispanic ethnicity within the Community is less than half the distribution within the
County. Lakeside contains approximately 9% Hispanics in the area, while the 5-mile
area contains roughly 15%, the County contains nearly 21%. Race and Hispanic origin
are treated separately by the Federal government, individuals of Hispanic ethnicity are
intermixed within the various racial categories.

B. Retail Market Factors

KMA surveyed the Project Area and believes there are very few desirable sites for retail.
Existing inventory of retail within the Project Area consists of two 7-11 convenience stores and
one liquor store. Major retailers surveyed by KMA typically require at least two or more of the
following:

. Freeway visibility

. Location near anchored shopping center
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. High traffic counts

. Large daytime population
. Density
. Zoning resirictions

industrial uses typically yield low density population and as such do not atiract retailers.
Exceptions to these requirements include, but are not limited to, fast food restaurants, “mom
and pop” stores and restaurants, and gas/mini-mart service stations. The northwest comner of
Riverford Road and Riverside Drive may be a candidate for these fypes of retail development.

C. Office Market Factors

Office development within the Project Area would be unlikely due to several market factors,
such as:

. Zoning restrictions

. Lack of recognition as an established office node

. Strong competition from nearby Ryan office development in Santee
. Lack of amenities

. Visibility

Table 8 illustrates the historical trend of office inventory and vacancy in East County and
compared to the County. Total office inventory in East County has grown at an average annual
rate of 1.8%, as compared to the County with 3.7%. The East County submarket historically
has captured an insignificant amount of office space within the County, on average 2.2% since
2001.

Currently, there is only one significant contribution to the office inventory in East County. The
RiverView project in Santee, developed by the Ryan Companies, will contain nearly 1.9 million
square feet of office space and will likely meet any future office demand for the East County.
The project is adjacent to Santee Town Square and the new Santee Trolley Square shopping
center with 450,000 square feet of retail and restaurants. 1t is also the location of the San Diego
Trolley linking Santee to downiown San Diego and other parts of the region.

D. Industrial Market Factors

San Diego County has continued to experience a healthy industrial market. San Diego County
industrial vacancy rates continue to decline, driven by healthy supply and demand balance in
both sectors, says a new report by CB Richard Ellis. Table 9 depicts the historical trend of
industrial inventory and vacancy in San Diego County and East County. This strong
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performance is reflected in San Diego’s strong employment figures. As of March 2006, the San
Diego unemployment figure is low at 3.9% compared to national unemployment at 4.8%.

The current industrial vacancy rate of 5.3% is down more than one percentage point over 2001.
Grubb & Eliis estimates that 3.5 million square feet of new industrial space is currently under
construction, with 2.4 million square feet being absorbed in the second quarter of 2006.

East County ranks as the smallest industrial region in the greater San Diego area with more
than 12 million square feet of space, but it has the lowest vacancy factor at 3.2% compared to
5.4% for San Diego County overall. When this is coupled with the area’s affordability compared
to other more expensive submarkets, it becomes evident that this area will most likely see an
increase in building and leasing activity over the next few years.

Table 10 represents sales of comparable industrial buildings within a 5-mile radius since
January 2005. The sales ranged from $82 to $432 per building SF. Available cap rates for the
industrial building sales yield a median of 5.4%.

Prospects for build-out of industrial uses in the subject area are strengthened by an impending
shortage of developable land in the major submarkets in San Diego County. The tandowner of
the largest developable industrial site in the Project Area has already begun development of a
potential 1.4 million square feet of industrial space. As shown on Table 11, Lakeside Land Co
has already completed approximately 209,000 square feet of the projected 1.4 million square
feet and is underway on completing another 150,000 square feet by the end of the year.
According to the Developer and news reports, final plans and approvals for the 1,050,000
square feet balance of the site are about another year away. The Developer estimates that
project build-out will be in approximately 5 to 10 years. At an estimated absorption period of 10
years, KMA is estimating an annual absorption of 104,000 square feet per year.

E. Residential Market Factors

Recent reports by the San Diego Association of Realtors indicate housing activity has clearly
made a significant slowdown from the previous year. In San Diego County, the association said
median prices last month for home listings were down nearly 5% on existing condos and down
nearly 1% on existing houses. The figures paralleled the broader-based DataQuick Information
Systems report showing the first year-over-year decline in overall prices in San Diego housing in
a decade. According to the reports, homes are taking longer to sell and builders are being more
aggressive in using promotions to sell their existing inventory of homes.

According to MarketPointe Realty Advisors, in the first quarter of 2006, there were 150 actively-
selling detached housing developments within the San Diego County. These housing units are
selling at an average price of $904,000 per unit, or $287 per square foot. Approximately 6% of
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this inventory is captured within the East County submarket. The nine developments in East
County contain homes with an average selling price of $682,000, or $276 per square foot.
Exhibit 4 below illustrates the ranking of submarkets within the County.

EXHIBIT 4: Overview of Active Residential New Detached Home Sales, 1st Quarter 2006
Total# | Total # Averages
Geography Projects Units Sales Price SF $ISF
Interstate 15 Corridor 8 503 $1,263,427 | 4,459 | $281
North County Coastal 42 3,115 $1,036,782 | 3,323 | $312
Highway 56 Corridor 18 1,419 $899,215 2,868 $314
South County 18 1,763 $861,525 2,902 | $297
Highway 78 Corridor 55 3,312 $755,774 3,170 | $238
East County 9 756 $682,278 2,469 | $276
San Diego Ceniral 2 14 $497.129 1,638 | $323
Overall San Diego County 150 10,882 $904,176 3,149 | %287
Source: MarketPointe Reafty Advisors

With respect to attached units, there are 237 actively-selling developments. The average
attached unit in the County sold for approximately $431,000, or $413 per square foot. Of these
developments, approximately 11% of the units will be captured within the East County
submarket. East County contains 26 developments with nearly 2,200 units selling for an
average of $315,000, or $321 per square foot. It should be noted these include apartment to

condominium conversions.

EXHIBIT 5: Overview of Active Residential New Attached Home Sales, 1st Quarter 2006
Total# | Total# Averages
Geography Projects { Units Sales Price | SF $/SF
San Diego Central 123 9,275 $524,459 877 $537
Highway 56 Corridor 5 801 $471,482 1,378 | $342
South County 30 3,593 $411,013 1,271 $323
North County Coastal 17 3,726 $399,698 958 $417
Highway 78 Corridor 30 2,940 $387,803 1,196 | $324
East County 26 2,184 $314,934 980 $321
Interstate 15 Corridor 6 1,500 $310,828 866 $359
Overall San Diego County 237 24,019 $430,719 1,043 | $413
Source: MarketPointe Realty Advisors
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Tables 12 and 13 present detailed information on individual developments within the East
County submarket. Residentially-zoned land within the Project Area accounts for 12.5%. The
built residential is comprised generally of two types: newer single-family homes in the western
portion of the Project Area and older mobile homes in the eastern portion. The residential that
is located west of Riverford Road abuts an egg farm. Directly adjacent to the egg farm (to the
west) is an approximately 36-acre vacant site zoned for single-family residential uses. lfs
location and proximity to the existing single-family homes make this a key site for single-family
residential homes. However, the adjacent egg farm may discourage a developer from building
and future homeowners from purchasing homes within this area.

F. Impact of Transportation Impact Fee (TIF)

The County of 8an Diego adopted a new TIF on April 23, 2005. In Decermber 2005, the County
revised how the fees would be calculated. The basis for the calculation changed from a
development's per square footage charge to a fee based on an estimate of how many car trips
each development would generate. Opponents of the new fee believe that the new TIF is
excessive and will halt all new commercial and industrial developments in the unincorporated
areas.

For industrial development, KMA believes that the fee will have no immediate impact. For an
industrial development, assuming a 10,000 square feet industrial park devefopment with no
commercial, the number of trips would be 8/1,000 square feet or 80 trips total per SANDAG.
This projected use would receive a 12% pass-by credit, which results in a net trip total of 70.
The trip rate for Lakeside is $542/trip. This would result in a TIF of $37,940 or $3.79 per square
foot. As described above, the industrial market has remained extremely strong despite factors
that have caused even higher cost impacts such as rising interest rates, and especially higher
construction costs due to inflation.

For other commercial uses, the TIF would have a much harder impact. For a 10,000 square
feet drug store, for example, the number of trips generated according to SANDAG, would be 90
trips/1,000 square feet or a total of 900 trips. This retail use would receive a 10% pass-by-credit
resulting in a net trip total of 810 trips. At $542 per trip, the TIF would total $439,020 without
any credits or reductions. At $43.90 per square foot, this would be a major obstacle for any
retail development occurring in a non-retail oriented area, like Lakeside.

For a standard commercial office use at 10,000 square feet, the number of trips generated
according to SANDAG would be 20 trips/1,000 square feet or a total of 200 trips. This retail use
would receive a 13% pass-by-credit resulting in a net trip total of 174 trips. At $542 per trip, the
TIF would total $94,308 without any credits or reductions. At $9.43 per square foot, this would
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also be a major obstacle for office development to occur in an untested market area, like
Lakeside.

For residential development in |Lakeside, the TIF for a single-family detached residential
development would total $4,878 per dwelling unit. Depending on the project, this could be a
minor or major cost depending on the traffic studies that were required priorto the new TIF. Ina
fast appreciating market, this would be a very minor impact. Recent economic indicators though

have shown that the market is clearly slowing for residential and this TIF may have an impact
for future residential developments.
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Limiting Conditions

The analysis contained in this document is based, in part, on data from secondary
sources such as state and local government, planning agencies, real estate brokers, and
other third parties. While KMA believes that these sources are reliable, we cannot
guarantee their accuracy.

The analysis assumes that neither the local nor national economy will experience a
major recession. If an unforeseen change occurs in the economy, the conclusions
contained herein may no longer be valid.

The findings are based on economic rather than political considerations. Therefore, they
should be construed neither as a representation nor opinion that government approvals
for development can be secured.

Market feasibility is not equivalent to financial feasibility; other factors apart from the
level of demand for a land use are of crucial importance in determining feasibility. These
factors include the cost of acquiring sites, relocation burdens, traffic impacts,
remediation of toxics (if any), and mitigation measures required through the approval
process.

Development opportunities are assumed to be achievable during the specified time
frame. A change in development schedule requires that the conclusions contained
herein be reviewed for validity.

The analysis, opinions, recommendations and conclusions of this document are KMA's
informed judgment based on market and economic conditions as of the date of this
Report. Due to the volatility of market conditions and complex dynamics influencing the
economic conditions of the building and development industry, conclusions and
recommended actions contained herein should not be relied upon as sole input for final
business decisions regarding current and future development and planning.
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TABLE 6

COMPARATIVE OVERVIEW OF PCPULATION AND HOUSEHCLDS, 2006

MARKET ASSESSMENT OF UPPER SAN DIEGO RIVER IMPROVEMENT PROJECT AREA

SAN DIEGO COUNTY

Lakeside 5-Mile San Diego
Community Ring (1) County
Popuiation 198,513 202,792 2,996,862
Historical Popuiation Growth, 2000-2008 -0.04% -0.03% 1.06%
Average Annual Rate
Forecasted Population Growth, 2006-2011 0.51% 0.36% 121%
Average Annual Rate
Average Household Size 2.83 278 275
Median Age (Years) 358 344 343
Per Capiia Income (PCI) $24,376 $22,254 $26,918
Aggregate Personal Income $0.48 $4.51 $8087
Billion Billion Billion
Median Household Income $57,758 $50,806 $55,945
Households Over $50,000 57.2% 50.7% 54.6%

(1) Of the intersection of Riverford Road and Highway 67.

Source: Claritas, Inc.
Prepared by: Keyser Marston Associates, Inc.

Filename: TemeculaWUSDRIP market and absorption analysis\11/2/2006; ema




TABLE 7

COMPARATIVE OVERVIEW OF DEMOGRAPHIC CHARACTERISTICS, 2006
MARKET ASSESSMENT OF UPPER SAN DIEGO RIVER IMPROVEMENT PROJECT AREA
SAN DIEGO COUNTY

Lakeside 5-Mile San Diego
Demographic Characteristics Community Radius (1) County
|. Household Income Distribution
Less than $15K 9.2% 10.8% 10.2%
$15K to $34.9K 20.4% 22.2% 20.2%
$35K to $49.9K 13.2% 16.3% 15.0%
$50K to $74.9K 23.2% 21.4% 19.4%
$75K and Over 34.0% 29.3% 35.2%
Total 100.0% 100.0% 100.0%
N. Age Distribution
Under 18 27.7% 27.5% 25.7%
18 to 24 9.5% 9.7% 10.4%
2510 34 11.5% 13.7% 14.9%
351048 23.6% 22.9% 22.4%
50 to 64 17.2% 15.8% 15.5%
65 and Over 10.5% 10.5% 11.1%
Total 100.0% 100.0% 100.0%
lll. Race/Ethnicity
Caucasian 89.1% 78.7% 64.2%
Asian 1.3% 2.5% 9.9%
African American 0.7% 3.6% 51%
Other (2) 8.9% 153% 20.8%
Total 100.0% 100.0% 100.0%
Hispanic (3) 12.4% 18.1% 29.6%

{1} Of the intersection of Riverford Road and Highway 67.

(2} Includes the categories Native Hawaiian or other Pacific Islander, American Indian, Alaska Native, other races, and persons

of two or more races,

among various races.

Source: Claritas, Inc.
Prepared by: Keyser Marston Associates, Inc,
Filename: USDRIP market and absorption analysis\11/2/2006; ema

-

(3) Race and Hispanic origin are treated separately by the Federal government. Individuals of Hispanic onigin are counted
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TABLE 11

ESTIMATE OF ANNUAL ABSORPTION OF INDUSTRIAL SPACE
MARKET ASSESSMENT OF UPPER SAN DIEGO RIVER IMPROVEMENT PROJECT AREA
SAN DIEGO COUNTY

1. Total Estimated SF at Build-Out (1) 1,400,000 SF

l. {Less) River Run West Development

Southland Envelope Company 2001 (79,662) SF
Turning Point of God 2004 {65,870) SF
Lakeside Land Company 2004 (63.404) SF
Subiotal {208,938) SF

. (Less) River Run East 2006/2007 (150,000) SF
Total New Construction SF (358,938) SF

V. Remaining for Build-Out 1,041,064 SF

V. Estimated Years of Build-Out (1) 10 Years

VL. Annual Absorption 104,106 SF/Year

{1) Based on calls with local brokers and intermet research.

Prepared by: Keyser Marston Assocaites, Inc.
Filenarne: USDRIP market and absorption analysis\11/2/2006; ema
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PART 3 — IMPLEMENTATION STRATEGY AND PROJECT AREA MANAGEMENT

L. introduction

The Project Area’s Advisory Commitiee has indicated that they would like fo have the County
proceed with implementation of projects as outlined in the documents that were approved at the
time of adoption of the Redevelopment Plan. If this is not possible, then the Project Area should
probably be discontinued.

In addition fo the infrastructure improvements outlined in the documents considered at the time
of plan adoption, there are a number of development opportunities and recommendations for
implementation of development that KMA would preliminarily suggest as detailed below. Prior
to proceeding further with any implementation strategy, however, KMA recommends that an
extensive discussion of options, opportunities, constraints and approaches be undertaken with
community leaders and the Supervisor of the District.

Viability Study Keyser Marston Associates, Inc.
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1I. Potential Development Opportunities and Directions

The following are potential development opportunities or activities that can be considered for the
Project Area and funded, partially or totally, with tax increment generaied in the Project Area.

1. Designing and budgeting for completion the list of improvements outlined in Exhibit C of
the 1995 Amended Redevelopment Pian. An additional public improvement would be a
new fire station to serve the Project Area and surrounding area.

2. Development of additional residential at the west end of the Project Area. Residential
development will generate the need for additional street improvements. Poiential
impacts will require evaluation and if there are impacts, approaches for mitigating such
impacts on the surrounding area will require review and input {ultimately approval) by the
City of Santee, the County and the community. A meeting with the City of Santee is
necessary to discuss the proposed development and potential impacts.

3. County planning, design and construction of the proposed park at the west end of the
Project Area.
4, Reduction of negative development/sales impacts on existing and future residential

development due to the egg farm at the west end of the Project Area. Mitigation
measures could be as follows:

a. Discussions with the owner of the egg farm regarding the negative impact that
this business and its appearance has on residential development in an attempt to
encourage the owner to reduce the negative impact;

b. Screening or walls constructed around the existing egg farm. Screening could be
in the form of a landscaped buffer purchased and improved by the Agency or
trees planted to screen the farm. Such screening could be a project cost;

C. Acquisition of the egg farm property. [f acquisition of the fotal property is
undertaken, the site could be used for additional residential development. If
acquisition of only a portion of the property is undertaken, the property purchased
by the Agency could be developed in a manner to screen the farm from the
residential; and

d. Moving the egg farm o another site at the cost of the Agency in order to offset
the negative impact to residents.

Viability Study Keyser Marston Associates, Inc.
Redevelopment Agency of the County of San Diego Page 56
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5. Development of affordable housing with the assistance of the Agency on either a portion
of the 36-acre site at the west end of the Project Area or on an alternate site in the
Project Area.

B. Rehabilitation and modernization of the Elm Gardens mobile home park at the east end
of the Project Area. This could be a costly project but could have a major positive
impact on the area and provide affordable housing opportunities.

7. Other potential infrastructure improvements.
Viability Study Keyser Marston Associates, Inc.
Redevelopment Agency of the County of San Diego Page 57
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1k Consideration of Implementation Options

In the event that the County/Agency and the community decide to proceed with implementation
of the project and with all or any of the proposed projects listed above, the following approach
should be followed. The first step as the foundation for a business plan or implementation
strategy would be to determine the cost, financing approaches and the scheduling and phasing
of undertaking development. Then it will be important to have the community involved in the
decision making process.

. Determine potential development activities to be pursued. In the event that this decision
cannot be made without further information, an estimated budget and schedule should
be established for each potential development activity under consideration. This
additional information will assist the decision-making process.

. Estimate County staff time costs and consultant costs allocable to each project or
development.

. Estimate all project costs, direct and indirect and any potential revenue sources.

. Establish a project schedule of activities and prioritize all activities.

. Regarding initial financing, a funding approach utilized by many redevelopment agencies

is a loan or advance from the County’s General Fund to the Agency. This type of loan
should be documented in writing with an interest rate, term of repayment and other
terms. This loan or advance can be repaid with fax increment or Tax Allocation Bond
proceeds from the Project Area. This approach is the most direct and least time
consuming approach for funding Agency activities.

. An alternate funding approach is to utilize the proceeds of a Tax Allocation Bond issue.
This approach is more time consuming and less efficient financially.

. A very important step in this process is for the Agency to establish sufficient debt that
can be documented and certified annually in order for the Agency to receive annual tax
increment.

. Seek and maintain community support for various development and implementation
activities.

. Proceed to inform the community advisory committee and the County of the proposed

implementation course of action and secure County/Agency Board approval.
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. Implementation

in the event that the community advisory commitiee and the County make the decision to
proceed with the project, the County should follow steps outlined in the recommendations
section of the KMA Report related to Project Area Financial Viability. KMA can provide advisory
services to the Agency related to implementation if the decision is made to pursue
implementation activities. Development sites can be identified and KMA can assist the
County/Agency with the developer solicitation process similar to the process that has been
followed for the Santee, Gillespie Field and County Operations Center/County Annex sites.

One of the implementation approaches suggested by the advisory committee is the creation by
the County Board of Supervisors of a Non-Profit Developmeht Corporation to plan, manage and
implement development in the Project Area. Formation documents will be provided to the
County and the advisory committee. This approach can be evaluated and discussed further as
an alternative implementation approach.
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